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Dear^ 

Per your request, and in accordance with the Core Engagement Agreement 
("EA") and Statement of Work ("SOW") dated 8 August 2012, this report 
("Report") shall set forth our findings based on the work performed by Ernst & 
Young, LLP ("EY") with respect to SNS Property Finance B.V.'s ("SNSPF") 
global Core real estate portfolio. 

Specificaliy, SNSPF has requested that EY estimate the potential shortfall of 
SNSPF's Core relationship compiexes ("RCs") based on EY's independent 
analysis, pursuant to the existing strategies assumed by SNSPF. The potential 
shortfall estimate is defined as the difference between the outstanding balance 
of the loans as per 30 June 2012 and the estimated recoverable amount 
pursuant to the existing strategies assumed by SNSPF. EY's procedures and 
scope of services are described in more detail in the Report, and in the SOW 
included in the Appendix to the Report. 
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Terms of Refen 

The Report is solèT^Br^nSP^ internal use ancTsH&TUCniBHUWIistributed to 

third parties, used for other purposes or reproduced without the prior written 
consent of EY in the form of an executed access letter substantially in the form 
EY prescribes. Except as otherwise noted in this Report, the tasks we 
performed and the findings resulting from those tasks were based solely on the 
information provided to EY by SNSPF. We relied on SNSPF to provide us with 
all relevant information relating to SNSPF's loans, including but not limited to, 
management reports, external appraisals, rent rolls and other collateral 
performance and valuation information. SNSPF provided documents wherein 
SNSPF summarized the RCs and their views on estimated potential shortfalls 
("SNSPF One-pagers"). In addition, we interviewed SNSPF's account 
managers and management teams to determine the current status of the RCs 
analyzed in this report. Except as noted otherwise in this Report, we performed 
no tasks to independently verify any of the oral or written information provided 
by SNSPF personnel. Accordingly, we make no assurances as to the 
completeness, integrity, currency or authenticity of the information provided to 
us by SNSPF. Had management provided additional or different information, or 
had EY performed additional tasks to verify the information provided, the results 
of the analysis may have been different. 

Our scope did not include the valuation of SNSPF or any of the loans or 
collateral securing the loans in the Core portfolio in conformity with Uniform 
Standards of Professional Appraisal Practice ("USPAP") promulgated by the 
Appraisal Standards Board of the Appraisal Foundation or in conformity with 
the International Valuation Standards as issued by the International Valuation 
Standards Council. 



Unless otherwise noted in this document, we did not perform physical 
inspections of the collateral securing the loan or comparable properties. 
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Additionally, our work did not include an assessment of SNSPF's requirement 
to fund unfunded commitments. 

The procedures that we performed do not constitute an audit of SNSPF's 
historical financial statements in accordance with generally accepted auditing 
standards or IFRS, nor do they constitute an examination of prospective 
financial statements in accordance with standards established by the American 
Institute of Certified Public Accountants. Accordingly, we express no opinion or 
any other form of assurance on the historical or prospective financial 
statements, management representations or other data of SNSPF included in 
or underlying the accompanying information. 

The performance and valuation of commercial real estate, across all property 
types and markets, is extremely volatile. Unstable economies, illiquidity, and 
uncertainty surrounding future market conditions create an environment in 
which it is extremely difficult to accurately predict demand or pricing for housing 
and commercial real estate space. Given the inherent scarcity of market 
information and the uncertainty surrounding future market conditions, the 
analysis and findings contained herein should be considered to be at a point in 
time only and to be based on the limited information available at such point in 
time, and we provide no assurance that the findings contained herein will 
remain valid in the future. Projections are based on assumptions of future 
events. Consequently, actual results may differ from projected results and the 
differences may be material. We take no responsibility over the achievement of 
projected results. 

The procedures outline in our SOW may not necessarily reveal all matters 
which may be significant. Accordingly, we make no report as to the sufficiency 
of the scope of work for your purposes and provide no assurance that the tasks 
performed will identify any or all current or future issues which may be relevant. 
The tasks performed should not supplant any other procedures undertaken by 
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you which are deemed necessary or appropriate. The findings and analyses 
contained herein are based solely on information made available to EY through 
the date hereof. Should additional relevant information or documents be 
subsequently produced, EY's findings may be materially different. EY has no 
future obligation to update the analyses contained herein. 



******* 



EY appreciates the opportunity to provide advisory services to SNSPF. The 
Report that follows details further our findings, methodologies employed and 
the assumptions utilized in our analysi s. If you have any qu estions or require 
additional information, please contact* 



Very truly yours, 
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Summary of work scope 



Core p"ortfolio - loans in scope by outstanding balance as of 
30 June 2012 



Not in scope 
47% 



Initial scope 
47% 



Additional scope 
6% 
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Reading guide 

This Report summarizes EY's findings based on work performed through 22 October 2012. As described 
in detail in the sections that follow, we have completed our analysis for the RCs listed in our scope of work 
pursuant to the tasks outlined in the SOW (included in Appendix K). This Report sets forth EY's analysis 
and findings related to the RCs listed on pages 3 and 4. 

Summary of loans in scope 

The adjacent table and graph summarize EY's scope of work. The sample for the initial scope analyzed in 
this Report represents 47% of the total outstanding balance of the Core portfolio as of 30 June 2012. 
Subsequent to the initial scope selection, we were requested by SNSPF to analyze 20 additional RCs (the 
findings related to these RCs are not considered in this Report). Together, these two selection groups 
result in a total of 70 RCs and represent 53% of the Core portfolio based on the 30 June 2012 outstanding 
balance. 

General document structure 

The Report contains two sections that set forth EY's findings to date: 

► Executive summary - The Executive summary contains schedules and narratives summarizing EY's 
findings to date. 

► Appendices - The Appendices contain several items that support and provide additional detail for our 
analysis, including the following: 

- Appendix D - Description of collateral analysis assumptions and methodoiogy: Appendix D 
summarizes the assumptions used in EY's analysis. 

- Appendix I - Loan analysis templates: The EY prepared individual loan analysis templates for each 
in scope RC in the Core portfolio are included in Appendix I. These templates include detailed 
information regarding the outstanding balance and collateral, as well as EY's findings and key 
assumptions. Specifically, the following information can be found in the loan analysis templates: (i) 
key facilities metrics, (ii) general description of the dient, (iii) loan and collateral descriptions, and (iv) 
estimated potential shortfall calculations. 

- Appendix J - SNSPF One-pagers: The SNSPF prepared documents that summarize each of the 
RCs and SNSPF's views on estimated potential shortfalls are included in Appendix J. 

Unless otherwise specified in the Report, all currency figures are shown in millions of Euros. 
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EY's approach to the analysis for the Core portfolio 



EY's approach 



Information 
Provided by SNSPF 



SNSPF 
One -pagers 



Otherüocs 

(Revision memos, 
appraisals, minutes 
from internal 
meetings, etc) 




Data Tapes 

Core 
30-Jun-12 







"SNSPF Expert 
Sessions" & 
Interviews 

{Management 
AccountManagers) 



:* V 



EY work step 



Phase l(A): Analyse 
Rottum process 

Analyse SNSPF's 
process and commenl 
on lts effectiveness and 
use as leverage for EY 
work 



PhaselIB): Analyse 
inltial RCs 

Desktop analysis ot 1 7 
RCs wllh an estimated 
shorllall. Comment on 
SNSPF's shonfall 
eslimates 



Phase II: Analyse 
addltlonal RCs 

33 addllional RCs were 
selected based on 

Phase I EY loperform 
slmllar analysis as 
Phase 10 lor (hese 
gddilionaIRCs. 



Shortfall analysis 

Estimate potent lal 
shorllalls based on 
Phases I and II and 
eompare to SNSPF's 
eslimates. Explaln the 
major varlanc es 



1 The SNSPF Expert Sessions consisted of internal meetings wtth 
management from multiple departments to discuss and conclude on 
the estimated potential shortfalls. EY attended these SNSPF Expert 
Sessions. 



Objective and approach 

Objective of EY's work 

The objective of EY's work is to estimate the potential shortfall of the selected Core RCs identified in our 
SOW based on our independent analysis, pursuant to the existing strategies assumed by SNSPF for the 
Core portfolio. The potential shortfall estimate is defined as the difference between the outstanding 
balance of the loans as of 30 June 2012 and the estimated recoverable amount. SNSPF has represented 
they are investigating potential strategie options involving the Core RCs, including but not iimited to a 
potential asset protection scheme. 

SNSPF's potential shortfall estimates did not take into consideration any previously recorded provisions, 
and therefore EY's estimated potential shortfall analysis applied a simitar approach. In general there are 
differences between EY and SNSPF in estimating potential shortfalls which are discussed in more detail 
throughout the report. 

EY's approach and procedures performed 

Our work was conducted using a phased approach as summarized in the adjacent diagram and as 
described below (please also refer to the SOW in Appendix K for more details). 

Phase l(A): Analysis of the Rottum process 

We analyzed SNSPF's Rottum process and leveraged the information SNSPF collected during the Rottum 
process for our Phase l(B) and Phase II work related to the estimation of potential shortfalls. 

Our work primarily consisted of (i) interviewing key personnel involved in project Rottum, (ii) assessing 
various documents that SNSPF prepared regarding project Rottum, and (iii) confirming our understanding 
of the Rottum process through discussions with management. For further details on the Rottum process, 
please refer to the Executive summary section within this Report. 

in general the SNSPF Rottum process appears to be well structured and organized. This process should 
be a useful management tooi for SNSPF going forward. 

Phase l(B) and Phase II: Analysis of RCs 

EY's Phase l(B) and Phase II work entailed a desktop analysis of the loans and collateral. The analysis is 
considered to be "desktop" as physical site inspections were not performed and certain assumptions were 
made in order to estimate the value of the collateral (i.e. the property's condition, age, location, 
construction quality, etc). Our work was based on information provided by SNSPF as part of SNSPF's 
Rottum process. For Phase l(B) a sample of 17 RCs with the largest base case shortfalls as estimated by 
SNSPF was selected from the top 50 RCs. Our Phase II work addressed an additional sample, focusing on 
the RCs with the largest remaining outstanding balance within the Core portfolio. This Report includes a 
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EY's approach to the analysis for the Core portfolio 
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EY work steps 



Phasel(A): Analyse 
Rottum procet 

Analyse SNSPF'a 
process and comment 
oo ils effect ivenoss and 
uae as leverage for EY 
work 



Phasel(B): Analyse 
Initial RCs 

Desktop analysis 
RCs with an estimaled 
shortfail Commenion 
SNSPF's shortfail 
estlmates 



Phaselt; Analyse 
aridmon.ll RCs 

33add«ional RCs were 
selecled based cm 

Phasel. EY topertorm 
sim llar analysis as 
PhaselBfor (hese 
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Shortfüli analysis 

Estlmatepotenlial 
shortfalls based on 
Phases I and II and 
compare to SNSPF's 
estimatos. Explalnlhe 
major vartenc es 



1 The SNSPF Expert Sessions consisted of internal meetings with 
management from multiple departments to discuss and conclude on 
the estimated polential shortfalls. EY attended these SNSPF Expert 
Sessions. 



M nf A1 RPs fram p haS es l(B) and II (three loans were repaid between the time period of 31 December 
Sflïri \SmS^S^ST^ will be anaiyzed by EY subsequent to this report resuftng In , total 
coverage 3 approximately 53% of the Core portfolio's outstanding balance. These addittonal RCs are 
listed in the Open items section of the Report. 

Summary of EY's desktop analysis approach 

analysis. 

► Collateral analysis: EY performed an independent desktop analysis to estimate base case collateral 
va°üe a s ofTo June 2012 using various methodologles ^J^SS^£^ SM»* 

A more detailed description of our approach and assumptions used can be found in Append» : D. 
AdStionally the spS assumpöons that were varied in the buil and bear case scenanos for all 47 RCs 
in scope are noted in Appendix A. 

statements, and other loan related documentatton). 
facilities within an RC. 

A more detailed description of EY's desktop analysis approach is set forth in the following appendices: 
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EY's approach to the anatysis for the Core portfolio 



- Appendix C contains a detailed description of EY's approach to performing the collateral and loan 
analysis and the methodologies employed to estimate potential shortfalls. 

- Appendix D summarizes the general assumptions used by EY in estimating the buil and bear case 
collateral values in the sensitivity analysis. 

- Appendix F contains a market overview for the Netherlands. 
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Appendix C - EY work steps 



EY's shortfail analysis 

The procedures performed as part of EY's desktop anaiysis of potential shortfalls include the following: 
I. Collateral analysis 

- EY performed a desktop analysis to estimate a base case collateral value. Because physical site 
inspections were not performed, our analysis is considered to be "desktop" whereby certain 
assumptions were made that can affect the estimated collateral or property value (i.e. condition, age, 
location, construction quality, etc). 

EY's base case estimated collateral value analysis was based on one of the following approaches: 
4 Income/cash-flow analysis for income producing properties 

a. Direct capitalization approach: First, an analysis of the income and expense for the 
underlying assets was performed. Next, the stabilized net operating income ("NOI") was 
estimated for the property by analyzing current and market vacancy levels, incentives, 
above/below market rents and transfer tax. The capitalization rate that was applied 
reflects an all risks yield and was based on market capitalization rates for similar property 
types, adjusted for various factors, including location, the financial background of the 
tenant, the current lease contract. The NOI at the stabilization date was then divided by 
the capitalization rate to calculate the estimated indication of value. Finally, this stabilized 
value estimate was adjusted to account for transaction costs, the impact of lease up costs, 
capital expenditures and time required to achieve asset stabilization. 

b. Discounted cash flow ("DCF") approach: Cash flows generated by a property were 
forecasted based on historical operating performance, future market expectations, and 
other known factors impacting the collateral. A terminal capitalization rate was applied to 
the projected stabilized NOI in the terminal year of the cash flow projection in order to 
estimate a value for the collateral at the end of the determined holding period. An 
appropriate market derived discount rate was then applied to the cash flow projection to 
calculate the present value of the estimated income associated with the property. 

c. The retail sell out ('uitpondwaarde') valuation concept has generally been applied to 
residential collateral. Under this valuation concept, the vacant possession val ue 
('leeg waarde') has been used to which a discount has been applied, ranging from^jpto 
^■^depending on the quality of the collateral, relettability, location, etc. The obtained 
value ('uitpondwaarde') is then compared to the direct capitalization approach (1.a) in 
order to assess the plausibility of the derived estimate of value. 
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Appendix C - EY work steps 



5 Comparable sales/market analysis was performed in the absence of a feasible development 
plan 

This approach involved collecting information from recent comparable transactions. Sale 
prices from these comparable transactions were adjusted for differences in target property 
quality, location, land use or transaction timing. 

6 Residual value analysis 

When a market supported project development plan was available (including instances where 
qualified parties expressed an interest to enter into a transaction), a life of the project cash flow 
was created to estimate the residual value of the land. 

This approach involves calculating an estimated value of the completed asset and deducting 
the costs to complete the property; taking into account fees, construction costs, financing costs, 
leasing costs, and a profit/risk margin. 

Collateral sensitivity analysis 

Sensitivity analyses on the base case collateral value estimates were performed by varying key 
assumptions of the real estate market value (such as discount rates, cap rates, and achievable 
market rents) in order to calculate buil and bear case sensitivity scenarios. A more detailed 
description of our assumptions used can be found in Appendix C. Further, Appendix F contains a 
summary of EY's research on market conditions for the Netherlands, which helped to frame our 
macro view of these markets. 

II. Loan analysis 

We based our loan analysis on the outstanding balances and other loan information contained in 
the data tape provided by SNSPF as of 30 June 2012. We analyzed the SNSPF One-pagers and 
we SNSPF's revision documents. Based on our analysis we submitted questions through a Q&A 
process and held interviews with the account managers. We confirmed the facts related to the 
Phase I (b) RCs through meetings with representatives of the SNSPF Rottum team and considered 
in our analysis additional factual information obtained in these meetings. 

III. Potential shortfall analysis 

SNSPF estimates the potential shortfall on a going concern basis for the Core portfolio within the 
Rottum process. Therefore, to estimate the potential shortfall EY started with the outstanding 
balances as of 30 June 2012, subtracted the estimated collateral values according to EY's 
collateral analysis as of 30 June 2012, and made adjustments to the estimated shortfall based on 
the analysis and consideration of any potential value associated with relevant securities (i.e. 
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Appendix C - EY work steps 



guarantees and pledged accounts). Market yield assumptions that factor timing and risk of exit 
were used in estimating collateral value. These calculations resulted in EY's estimate of the base 
case potential shortfall. We also calculated the potential shortfall estimates in buil and bear case 
scenarios, which were driven primarily by adjustments to certain key collateral assumptions, as 
previously discussed and as further described in Appendix D. 



Lastly, the potential shortfall estimates in the buil, base and bear case scenarios were compared to 
SNSPF's potential shortfall estimates, which were provided by SNSPF to EY in the SNSPF One-pagers. 



Please refer to Appendix G on "Information sources" for an overview of the main sources of Information 
SNSPF provided to EY. 
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The Netherlands - Macro Economie Overview 
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Summary 



According to the OECD, private consumption will remain 
depressed given sluggisti growth in real incomes. 
reflecting higher unemployment and only modest real 
wage increases, ss weil as planned pension cuts and a 
depressed housing market. A further drag on growth 
comes from the planned fiscal consolidation. Overall, 
growth is set to rerrain stuggish throughout 2012-13, 
and unemployment will rise further. 

CPB reports that in 2013 the Dutch economy is 
expected to grow at a modest growth rate of 0.75% of 
GDP alter a decrease of 0.5% in 2012. For the 2013- 
2017 period, the Central Planning Bureau (CPB) expects 
a slight recovery, with average growth of 1.5% per year. 
Under the current f orecast, GDP volume is not expected 
toreach 2008levels until2014. 

. «u-ces. '.)/ Onjanizaton lor Economie Cooperalion and Developmem 
merui Mav Z0I2. (t)Central Bureau o/ Statlstia (CBS> June 
H)SiL «ld (t) Central Planning Bureau(CPB) 
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The Netherlands - Office Market 



Office Prime Rents for Major Cities 
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The gap belween prime, secondary and tertiary office property performance is widening and this trend wlll persist. The demand 
for office space is focused on the most attractive, multifunctional and accessible (i.e, prime) locations. Consequently, vacancy 
rates in secondary and tertiary office locations are driving a larger portion of the overall current office vacancy rate and this is 
expected to increase in the coming years. Typicaf vacancy rates at single tenant office locations exceed often the national 
vacancy average of 14%. Vacancy rates at these locations typically reach or exceed 20%. 

Rental rates are experiencing a similar pattern as vacancy rates, which are still masked by substantial incentives. In prime 
submarkets with declining vacancy, however, incentives are gradually reducing. General market rents have continued to decline, 
however due to low price elasticity in the least attractive areas, it is unlikely that reducedasking rents will trigger demand. 

Prime office yields Ccurrently at 5.6% net) have seen a slight increase at the start of the year. but have remained stable since. 
Secondary yields continue to widen out. It is expected that the yield gap between favorable and less marketabie offices will grow 
further in the next months. Prime yields should hold firm in the major cities while yields in other areasare expected to increase. 

As banks increasingly take contrd of real estate assets. more liqtidations of German open-ended funds occur, and real estate 
company bankruptcy filings occur more frequently, these events will likely lead to more 'fire sale" transactions. Nonetheless, 
these transactions will provide more clarity about pricing of vacant and obsolete office properties. It is expected that foreign 
private equity firms will make more acquisitions in this opportunistic market segment. Several Dutch insbtutional funds are also 
starting to reappear in the investment market. showing renewed interest in attractive medium sized offices. 
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The Netherlands - Retail Market 
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Summary 

Data regarding leasing activity in the first half of 2012 indicates that the expansion of international and national retail chains is 
still continuing, It is expected that large retail chains wil I continue tö reinforce their presence in Dutch shopping streets at Class 
A locations in the coming months. 

Prime rents have held up due to persistent dernand for first-class retail units. Prime rents will likely remain stable in the coming 
months as well. However, prime rent may increase slightfy in the top 10 Dutch shopping cities. Rents for retail warehousing units 
at home furrishing strips are under a strong downward pressure. Cirrent prime retail park rents in the Amsterdam region 'are at 
€135 /sqm / year 

Prime initial yields for retail units remained unchanged in 2011 and in the first half of 2012. The prime initial yietds for shopping 
centers showed a slight increase of 10 basis points during this period. Initiat yields for retail warehouses also increaseri by an 
averageof 10 basis points over thisperiod. 

In the first half of 2012, approximately €266 million was irwested in retail assets. This volume is below the levels seen in the 
same period of previousyears and isaround64% below the flve-year average. Shopping centers and retail urits expsrienced the 
greatest investment at €121 million and €116 rritlion respectively. Approximately €11.4 million was invested in the retail 
warehousing segment during the first half of 2012. 
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The Netherlands - Residential Market 
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Investments in rental dwellings continues to berobust. The growth of the number of households, the aging population, and the 
competitive nature of the rental sector are contributing factors to the in this segment. The government is facing important 
decisions regarding the reform of the rental and private housing markets. These decisions will likely have an impact on future 
investment activity. 

Continuing uncertainty and stagnant transaction levels in the owner-occupied housing market are having an adverse effect on 
the price of rental dwellings available to investors, Net initial yields for properties both within and outside of the Randstad area 
have increased during the f irst guarter of 2012. Only the net initial yields for single-family houses in the best locations declined 
to 3.60% (4.5% gross). 

According to the Dutch real estate registratton office (Kadaster), sales prices of vacant properties declined between 2008 and 
02 2012 by 14%. 
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Information sources 

EY relied on the information sources provided by SNSPF listed below for the subset of RCs analyzed in 
this Report. Please note that our work did not include an analysis of loan documentation (i.e. loan 
agreements, mortgages, forbearance agreements, additional securities, loan statements, and other loan 
related documentation). 

► SNSPF One-pagers for the RCs that had been subject to, and approved by, SNSPF's management 
in the SNSPF Expert Sessions 

► Model A (an excel model used to chailenge the initial outcome of SNSPF's shortfall view) 

► Project approach "Project Rottum: Portefeuille-analyse 2012", dated 9 March 2012 

► Status report "Project Rottum - Analyse NL Core Portefeuille", dated 10 May 2012 

► Report "Rottum: scenario's", dated 19 March 2012 

► Memo "Uitgangspunten en definities model", dated 25 April 2012 

► Internal audit report "Audit Project Rottum - tussenrapportage (fase 1)", dated 10 July 2012 

► Memo "Uitpondwaarde versus beleggingswaarde", dated 25 June 2012 

► Memo "Herdefiniëren 'single tenants' criterium inzake project Rottum", dated 13 June 2012 

► Agenda from the SNSPF Expert Sessions III 

► Email from Mr. A. van Midden regarding SNSPF's cross collateralization approach, dated 30 August 



► Draft final report "121009 - Rottum Eindrapportage (DRAFT)" 

► Revision memos 

► External appraisal reports 

To facilitate communication and information flow, EY and SNSPF have established a Q&A protocol and a 
tracking schedule which centralizes EY's questions for SNSPF account managers. This schedule continues 
to be maintained as we final ize our work. 

Beyond reading the documents and analyzing the data provided by SNSPF, EY also conducted interviews 
with SNSPF account managers and project Rottum team members to get a better understanding of recent 
events and important details pertaining to the loans in scope. 
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31 October 2012 




Deari 

Per your request, and in accordance with the Non-Core Engagement Agreement 
("EA") and Statement of Work ("SOW") dated 8 August 2012, this report (the 
"Report") shall set forth our findings based on the work performed by Ernst & 
Young LLP ("EY") with respect to SNS Property Finance B.V.'s ("SNSPF") giobal 
Non-Core real estate portfolio. 

Specifically, SNSPF has requested that EY estimate the potential additionai 
shortfall of SNSPF's Non-Core loans, Real Estate Owned ("REO"), and 
relationship complexes ("RCs") based on EY's independent analysis, pursuant to 
the existing exit strategies assumed by SNSPF. The potential additionai shortfall 
estimate is defined as the difference between the net outstanding balance of the 
loans (or book value of the REO) as per 30 June 2012, and the estimated 
recoverable amount pursuant to the existing exit strategies assumed by SNSPF. 
EY's procedures and scope of services are described in more detail in the Report, 
and in the SOW included in the Appendix to the Report. 



Terms of Refer^nce 

The Report is selely for SNSPF's internat use and should not be distributed to 
third parties, used for other purposes or reproduced without the prior written 
consent of EY in the form of an executed access letter substantially in the form 
EY prescribes. Except as otherwise noted in the Report, the tasks we performed 
and the findings resulting from those tasks were based solely on the information 
provided to EY by SNSPF. To the extent possible, we have leveraged certain 
procedures and work EY previously performed on SNSPF's Non-Core portfolio. 
We relied on SNSPF to provide us with all relevant information relating to 
SNSPF's loans, including but not limited to, management reports, external 
appraisais, rent rolls and other collateral performance and valuation information. 
SNSPF also provided documents wherein SNSPF summarized their views on 
estimated potential additionai shortfalls ("SNSPF Two-Pagers"). In addition, we 
interviewed SNSPF's account managers and management teams to determine 
the current status of the loans, REO, and RCs analyzed in this report. Except as 
noted otherwise in this Report, we performed no tasks to independently verify any 
of the oral or written information provided by SNSPF personnel. Accordingly, we 
make no assurances as to the completeness, integrity, currency or authenticity of 
the information provided to us by SNSPF. Had management provided additionai 
or different information, or had EY performed additionai tasks to verify the 
information provided, the results of the analysis may have been different. 

Our scope did not include the valuation of SNSPF or any of the loans or collateral 
securing the loans in the Core and Non-Core portfolios in conformity with Uniform 
Standards of Professional Appraisal Practice ("USPAP") promulgated by the 
Appraisal Standards Board of the Appraisal Foundation or in conformity with the 
International Valuation Standards as issued by the International Valuation 
Standards Council. 
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Unless otherwise noted in this document, we did not perform physical inspections 
of the REO and collateral securing the loans or comparable properties. 
Additionally, our work did not include an assessment of SNSPFs requirement to 
fund unfunded commitments. 

The procedures that we performed do not constitute an audit of SNSPF's 
historical financial statements in accordance with generally accepted auditing 
standards or IFRS, nor do they constitute an examination of prospective financial 
statements in accordance with standards established by the American Institute of 
Certified Public Accountants. Accordingly, we express no opinion or any other 
form of assurance on the historical or prospective financial statements, 
management representations or other data of SNSPF included in or underlying 
the accompanying information. 

The performance and valuation of commercial real estate, across all property 
types and markets, is extremely volatile. Unstable economies, illiquidity, and 
uncertainty surrounding future market conditions create an environment in which it 
is extremely difficult to accurately predict demand or pricing for housing and 
commercial real estate space. Given the inherent scarcity of market information 
and the uncertainty surrounding future market conditions, the analysis and 
fmdings contained herein should be considered to be at a point in time only and to 
be based on the limited information available at such point in time, and we provide 
no assurance that the findings contained herein will remain valid in the future. 
Projections are based on assumptions of future events. Consequently, actual 
results may differ from projected results and the differences may be material. We 
take no responsibility over the achievement of projected results. 

The procedures outlined within our SOW may not necessarily reveal all marters 
which may be significant. Accordingly, we make no report as to the sufficiency of 
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the scope of work for your purposes and provide no assurance that the tasks 
performed will identify any or all current or future issues which may be relevant. 
The tasks performed should not supplant any other procedures undertaken by 
you which are deemed necessary or appropriate. The findings and analyses 
contained herein are based solely on information made available to EY through 
the date hereof. Should additional relevant information or documents be 
subsequently produced, EVs findings may be materially different. EY has no 
future obligation to update the analyses contained herein. 



******* 



EY appreciates the opportunity to provide advisory services to SNSPF. The 
Report that follows details our findings, methodologies employed and the 
assumptions utilized in our analysi s. If you have anv guestions or require 
additional information, please contacté 



Very truly yours, 
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Introduction 

This Report is intended to summarize EY's findings based on work performed through 31 October 2012. As 
described in detail in the sections that follow, we have completed our analysis for the loans, REO, and RCs 
listed in our scope of work pursuant to the SOW (included in Appendix L). The Report sets forth EY's 
analysis and findings related to those loans, REO and RCs. 

The following table summarizes the loans, REO, and RCs for which we have completed our analysis as of 
31 October 2012. Our analysis encompasses 79% of SNSPF's total Dutch Non-Core portfolio, and 90% of 
the International Non-Core portfolio based on the net outstanding balance (defined as outstanding balance 
less provisions) as of 30 June 2012. Overall, our analysis covers 84% of the total Non-Core portfolio. Scope 
of work coverage by geography is also presented in the table below. Additionally, the Report includes the 
loans analyzed in the "Interim Report" dated 30 September 2012. Minor changes to certain findings that 
occurred subsequent to the issuance of the Interim Report, which were due to additional information 
obtained related to certain loans analyzed therein, are highlighted in Appendix D. 
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General document structure 

The Report contains two sections that set forth EY's findings as of 31 October 2012: 

i) the Executive Summary, and 

ii) the Appendices. 

The Executive Summary contains schedules and narrative summarizing EY's findings. Additional 
commentary is provided to describe certain loans/RCs that contribute to either the largest potential 
additional shortfalls, orwhere our findings materially differfrom those of SNSPF. 

Appendix J contains the individual loan analysis templates prepared by EY for the sample of loans, REO, 
and RCs in the Non-Core portfolija analyzed in the Report. The loan analysis templates include EY's 
findings and key assumptions, as well as information provided by SNSPF per their Two-Pager documents 
(included in Appendix K), which summarize SNSPF's view on exit strategies and related estimated 
shortfalls in base, bear, and buil case scenarios. Specifically, the following information can be found in the 
loan analysis templates: f 

i) key loan metrics, 

ii) property photos and maps (International Non-Core portfolio), 

iii) current loan status, 

iv) descriptions of collateral, 

v) descriptions of assumed exit strategies, 

vi) sensitivity analyses and key assumptions, 

vii) estimated potential additional shortfall calculations, and 

viii) commentary describing the differences in estimated additional shortfall calculations between EY 
and SNSPF. 

The format of the Dutch Non-Core loan analysis templates differ slightly from those of the International Non- 
Core portfolio in that the templates analyzing the Dutch facilities are summarized on an RC basis. This 
difference is due to the high volume of loan facilities and underlying collateral pertaining to the Dutch Non- 
Core RCs. 

Unless otherwise specified in the Report, all figures are shown in millions of Euros. 
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Discussion of SNSPF's vaiuation methodology 

Oiscussion of SNSPF's vaiuation methodology 

In order to get an understanding of SNSPF's appraisal methodologies and models, we met with the VGA to 
discuss their vaiuation approaches and models used in estimating collateral values. 

VGA 

VGA is the internal real estate consulting and vaiuation department of SNS Bank providing these services 
for the SNS REAAL Group, including SNSPF. VGA is part of BU Risk Management and operates as an 
independent department. 

The professionals of VGA have deep professional experience in real estate appraisal services. They are 
certified real estate appraisers with relevant industry knowledge and experience to analyze and value the 
specific real estate portfolio of SNSPF. 

Vaiuation Methodology 

' VGA has estimated an investment value for the underlying assets of the portfolio. According to the White 
Book, published by the International Vaiuation Standards Committee (IVSC), the investment value 
considers the value to an owner or a prospective owner (who could also be a third party) for an individual 
investment under the owner"s or prospective owner's operational objectives. The investment value might 
differ from market value, because market value is the value that could be realized when selling the property 
to a third party. Investment value reflects the circumstances and financial objectives of the entity for which 
the vaiuation is being produced. 

The definition of market value is the estimated amount for which an asset should exchange on the vaiuation 
date between a willing buyer and a willing seller in an arm's length transaction, after proper marketing and 
where the parties had each acted knowledgeably, prudently and without compulsion. 

Residential portfolio 

VGA's calculation model for residential real estate can generally be described in three main parts: 

1 Calculations based on the income approach; 

2 Calculations based on the "uitpondwaarde" vaiuation approach; 

3 Input parameters used for both approaches. 

The income approach includes a DCF approach utilizing a 10 year projected cash flow that takes into 
account the net operating income ("NOI") and a capitalization factor over NOI at the end of the considered 
projection period to calculate an exit value of the collaterals in a rented state. These cash flows are then 
discounted to arrivé at the net present value of the property. This approach is also based on certain 
assumptions regarding revenues and expenses including, but not limited to, net rental income per unit, 
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operating expenses per unit, vacancy rates, transaction costs, and maintenance expenses. This input data 
is either based on market information or on VGA's past experience with the portfolio. 

The "uitpondwaarde" approach includes a DCF approach that takes into account the same income and 
expense assumptions, as described above, and includes an anticipated sales pace of vacant units 
generating sales income over time. At the end of the considered projection period (10 years), the remainder 
of the units is assumed to be divested or sold in bulk. 

Both approaches contain checks throughout the model which show implied metrics that are Standard in the 
real estate appraisal industry. These metrics can be benchmarked against market data or historie 
experience. Such metrics include, amongst others, operating expenses expressed as a percentage of 
annual rent and exit value as a multiple of annual rent. 

The input parameters also include the number of units, square meters per unit, monthly and annual rents, 
and vacant possession values. These input parameters are verified by comparing them to externally 
sourced market data such as WOZ-values from the municipality (e.g. square meters per unit, vacant value 
used by fiscal authorities) and market rents from real estate brokers for comparable units. Vacant 
possession values are also benchmarked to comparable listings for sale with a discount to reflect 
negotiation headroom and historie sale prices within the portfolio with extrapolation to current market 
circumstances. The valuation process also contains an output block where the investment values and 
"uitpondwaarde" values are calculated back on a per unit basis for internat purposes. 

In summary, the model used by SNS VGA to estimate the collateral value of the residential propertjes is 
widely used in the real estate industry. 

Commercial portfolio 

VGA's process to estimate the collateral value of commercial real estate portfolio resembles the process 
used for residential real estate. VGA's model for commercial real estate consists of the following elements: 

1 Income value calculations based on a direct capitalization approach; 

2 A DCF approach that takes into account a market comparable intemal rate of return ("IRR") in relation to 
the funding that can be made available to the borrower in order to arrivé at the investment value; 

3 Input parameters for both approaches. 

The direct capitalization approach is particularly important for propertjes that are purchased and sold on the 
basis of their earning capabilities and characteristics and in situations where there is sufficiënt market 
evidence to support the parameters used. Therefore, the valuation analysis begins with an assessment of 
the net operating income for the subject property. Subsequently, adjustments to net operating income are 
estimated by including other parameters, such as deductions for current vacancies, additions or deductions 
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for over- or under-rented situations, incentives and/or capital expenditures. The adjusted net operating 
income is then capitalized in order to generate the defined investment value. The capitalization rate takes 
into account the current and future market conditions, the property type, the location, the financiai 
background of the tenants, the current lease contracts, and other relevant factors for valuation. The result of 
the capitalization approach is the investment value as defined above. 

The DCF approach determines the investment value by focusing on, among others, the ability to finance the 
collateral, and the capacity of the borrower to cover interest payments and redemptions by generating 
sufficiënt cash flows from rental income. On the resulting cash flow projection, including interest and 
redemptions, an IRR is applied to generate a specific investment value. This investment value is used as a 
reference point for the value arrived through the capitalization approach. 

The ability to finance collateral and to service the debt is taken into account under the DCF approach used 
by VGA. This is a specific addition to the DCF methodology, made by VGA. As a result of the addition to the 
DCF methodology, as described above, the DCF valuation approach of VGA does not fully comply with the 
definition of market value as defined by the RICS (which is a value before tax and financing - RCs Redbook 
VS 3.2) or by the International Valuation Standards. In summary, however, the valuation approach of VGA 
to value commercial real estate is appropriate to calculate the specific investment value of SNSPF. 
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Objective and approach 

Objective of EY's work 

The objective of EY's work is to estimate the potential additional shortfall of SNSPF's Non-Core loans, REO, 
and RCs based on our independent analysis, pursuant to the existing exit strategies assumed by SNSPF. 
The potential additional shortfall estimate is defined as the difference between the net outstanding balance 
of the loans (or book value of the REO) as per 30 June 2012, and the estimated recoverable amount 
pursuant to the exit strategies assumed by SNSPF. 

As previously stated, SNSPF's exit strategy assumptions are generally formulated by SNSPF on an RC 
level for the Dutch Non-Core portfolio and on a loan or REO level for the International Non-Core portfolio. 
SNSPF has represented that they are investigating potential strategie options involving the Non-Core loans, 
REO and RCs, including but not limited to, a potential asset protection scheme. 

EY's approach and procedures performed 

EY's work related to the Dutch and International Non-Core portfolios consisted of a desktop analysis of the 
loan and collateral (or REO) information provided by SNSPF, which is generated through SNSPF's ongoing 
management of the portfolio. The desktop approach was dictated by the limited time available to perform 
our procedures. Because physical site inspections of the collateral were not performed, our analysis is 
considered to be "desktop" whereby certain assumptions were made that can affect the estimated collateral 
or REO value (e.g. condition, age, location, construction quality, current or deferred maintenance, etc). EY 
also leveraged certain procedures and analyses which EY had previously performed on the Non-Core 
portfolio. It should be noted that our work did not include an analysis of the loan documentation (e.g. loan 
agreements, mortgages, forbearance agreements, additional securities, loan statements, and other loan 
related documentation). 

As mentioned in the SOW, EY generally used a bifurcated approach in analyzing the Dutch and 
International Non-Core portfolios. The primary reasons for using a bifurcated approach are i) the difference 
in portfolio composition between Dutch and International Non-Core, and ii) the short time frame available for 
EY's analysis. As previously described in the Introduction section, the Dutch Non-Core loan portfolio 
generally consists of RCs that contain primarily investment finance loans with a large number of properties 
that serve as collateral. Given the volume of underlying collateral and the short time frame for EY's analysis, 
EY performed a simplified desktop analysis of the Dutch Non-Core loans (similar to the approach used in 
EY's Core report). This simplified approach consisted of estimating the value of the individual properties 
that serve as collateral for each RC as of 30 June 2012, and comparing these amounts to the outstanding 
balance of the corresponding loans as of 30 June 2012 to calculate estimated potential additional shortfalls. 

In contrast, the International portfolio generally contains large individual project development loans where 
the underlying collateral often consists of a limited number of projects that are complex and in varying 
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stages of development. The International Non-Core portfolio also contains large commercial properties that 
are already completed, but which tend to have challenges in generating sufficiënt cash flow. Given the 
complexity of these loans and relatively manageabie number of underlying assets, EY performed a more 
detailed analysis of the International loans and related property cash flows, as projected in accordance with 
SNSPFs assumed exit strategy. This approach was also applied to some of the Dutch participations since 
they also tend to relate to development loans 2 . The different approaches used by EY are further explained 
in Appendix B. 

As shown in the adjacent diagram, EY's desktop approach to analyzing potential additional shortfalls for the 
Dutch and International Non-Core portfolios consisted of three primary work steps: (i) collateral analysis, (ii) 
loan analysis, and (iii) estimated potential additional shortfall analysis. A more detailed description of these 
work steps and EY's overall approach to the desktop analysis is set forth in the following appendices: 

> Appendix A contains a listing of loans in-scope and the corresponding assumptions varied in the buil and 
bear scenarios, as well as the buil and bear case estimated collateral value spreads compared to the 
base case. 

> Appendix B contains a detailed description of EY's approach to performing the collateral and loan 
analysis, and the methodologies employed to estimate potential additional shortfalls. 

► Appendix C summarizes the general assumptions used by EY in estimating collateral values for the 
Dutch Non-Core portfolio. 

► Appendix G contains a market overview for the following countries in which SNSPF has exposure: The 
Netherlands, North America, Germany, Spain, France and Denmark. While this information on market 
conditions helped to frame our macro view of these geographies, the sensitivity adjustments applied to 
key assumptions were formulated on an individual loan, REO, or RC basis. 

Sensitivity analysis of estimated collateral value 

Sensitivity analyses were performed on the estimated base case collateral values by varying key 
assumptions, such as discount rates, capitaiization rates, occupancy rates, and achievable market rents in 
order to calculate bear and buil case scenarios. The selection of specific assumptions and the degree to 
which they were sensitized was determined on an asset by asset basis, taking into account factors such as 
collateral type, asset class, submarket conditions, and macro market outlook (please refer to Appendix A for 
a summary of the varied assumptions). 



The following Dutch Non-Core participations were analyzed using a similar approach to that used in the International Non-Core portfolio: Ussselmonde, 
The Post, Babyion, and The Wall. 
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Comments on EY's potential additional shortfall analysis in comparison to that of SNSPF 

We noted the key differences listed below with respect to EY's approach to analyzing estimated potential 
additional shortfalls, as compared to that of SNSPF. As further described in the Executive Summary, these 
differences in methodology will generate different estimated potential additional shortfall results. These 
differences in approach relate to EY's analysis of the Dutch Non-Core portfolio. Generally, EY and SNSPF 
used similar methods in estimating potential additional shortfalls when analyzing the International Non-Core 
portfolio. 

► EY's analysis is based on a desktop analysis only (unless otherwise stated, no physical inspection of the 
collateral was performed). SNSPF has deeper knowledge of the collateral and the borrowers' financial 
strength. 

► SNSPF has included assumptions regardlng future net cash flows from the collateral in their potential 
additional shortfall analysis, which result in different potential additional shortfall estimates as compared 
to EY. SNSPF assessed the shortfalls from a tender perspective in that the potential ioan shortfall is 
calculated by taking the estimated collateral value at the exit date (based on SNSPF's methodologies 
discussed in the Introduction) and adding to it the estimated value of future redemptions. SNSPF 
assumes such future redemptions would be derived from contractual amortization and/or assumed future 
cash sweeps (out of rental income), which SNSPF could generate through their long term asset 
management of each credit and leveraging their senior position, where applicable. SNSPF also included 
in their analysis estimated value resulting from the assumed soivency and liquidity position of 
counterparties and/or guarantors. 

EY has taken a more simplistic approach whereby we estimated collateral values on a desktop basis as 
of 30 June 2012, and compared the collateral value estimate to the corresponding outstanding Ioan 
balance as of 30 June 2012. In determining estimated collateral value as of 30 June 2012, EY utilized a 
number of methodologies (as explained in Appendix B) which inherently take into account the asset's 
ability to generate cash flow. EY recognizes that the estimated collateral values for the Dutch Non-Core 
portfolio as of 30 June 2012 reflect conditions in the real estate market as of such date. Potential future 
recovery of the market under the assumption of a different exit date has not been considered by EY in 
the analysis of the Dutch Non-Core portfolio. In addition, potential additional recovery through SNSPF's 
asset management activities has not been considered by EY. Given this approach, EY did not include 
assumptions regarding future Ioan redemptions in our potential additional shortfall analysis as this might 
result in doublé counting. EY also did not analyze the likelihood of the future cash flows assumed by 
SNSPF. 

► SNSPF analyzed credit risk, taking into account the quality and financial strength of the RC, and 
analyzed the debt service coverage ratio ("DSCR") and interest coverage ratio ("ICR"). EY did not 
analyze the financial quality of the RC, or the strength of the DSCR or ICR, as our shortfall analysis 
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calculated the difference between the outstanding balance of the loans as of 30 June 2012 and the 
estimated coliateral value as of 30 June 2012. 

► SNSPF valued the residential coliateral in the Dutch Non-Core portfolio on the basis of the DCF 
approach encompassing the future cash flows generated by the assets, either by renting or retail sell-out 
("uitponding"), in which the appraisers based trteir assumptions (i.e. sell-out pace) on recently reaiized 
sales. EY's anaiysis is also based on the "uitpondwaarde" concept of valuation; however, EY applied a 
more simplistic approach. EY analyzed comparable offers in each location to estimate the vacant 
possession value of the coliateral and applied a general market discount ; to 
the vacant possession value to estimate the value appropriate for a leased residential portfolio. 

ümitations to anaiysis 

The estimated potential additional shortfall anaiysis performed by EY should not be used for any purpose 
other than as an estimation of potential additional shortfalls resulting from longer term ent strategies. The 
results herein should not be used as part of an Internal Capital Adequacy Process ("ICAAP"). Financial 
Institutions subject to ICAAP must assess all risk exposures including credit, market, operational, and other 
risks. An assessment of the risk factors would then lead to an estimation of required capital. An ICAAP 
anaiysis would include an individual estimation of the probability of default and loss given default for each 
credit position. EY did not perform such an estimation of either the probability or loss given default. Instead, 
we analyzed estimated potential additional shortfalls based on an assumed strategy that may or may not 
include default scenarios. Additionaily, the bear case estimates do not assume an altemative strategy or 
default scenario. As such, EY's anaiysis and findings should not be used to assess the capital adequacy of 
SNSPF. In addition, EY's anaiysis and findings are not intended to support SNSPF management in their 
process to determine IFRS provisions. 
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1. Collateral analysis 
Estimate of collateral value 

EY analyzed the underlying collateral for each loan, REO, or RC in the context of SNSPF's assumed exit 
strategy. External appraisals were analyzed to determine whether the appraisal methodologies and 
conclusions contained therein were consistent with SNSPF's assumed exit strategy (i.e. regarding timing 
and marketability). 

EY performed a desktop analysis, as defined above, to estimate collateral recovery vaiue using one of the 
following standardized approaches: 

1 Income/cash-flow analysis for income producing properties 

- Direct capitalization approach: First, an analysis of the income and expense for the underlying 
assets was performed. Next, the stabilized net operating income ("NOI") was estimated for the 
property by analyzing in-place and market vacancy levels, incentives, above/below market 
rents and transfer tax. The capitalization rate that was applied reflects an all risk yield and was 
based on market capitalization rates for similar property types, adjusted for various factors such 
as location, the fmancial condition of the tenant, the current lease contract, etc. The NOI at the 
stabilization date was then divided by the capitalization rate to calculate the estimated 
indication of value. Finally, this stabilized value estimate was adjusted to account for 
transaction costs, the impact of lease up costs, capital expenditures required and time required 
for asset stabil ization . 

- Discounted cash flow (DCF) approach: Cash flows generated by a property were prqjected 
based on historical operating performance, future market expectations, and other known factors 
impacting the collateral or REO. A terminal capitalization rate was applied to the projected 
stabilized NOI in the terminal year of the cash flow projections in order to estimate a value for 
the collateral at the end of the determined holding period. A market derived discount rate was 
then applied to the cash flow projection to calculate the present value of the estimated income 
stream associated with the property. 

- The retail sell out ('uitpondwaarde') valuation concept has been generally applied to residential 
collateral. Under this valuation concept, the vacant poss ession value ('leegwaarde') has been 
used to which a discount has been applied, ranging from^fHHAdepending on the quality 
of the collateral, relettability, location, etc. The obtained^value^^uitpondwaarde') is then 
compared to the direct capitalization approach in order to assess the plausibility of the derived 
estimate of value. 
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2 Residual value analysis 

- When a market supported project development plan was available (including instances where 
relatively interested qualified parties may enter into a transaction), a life of the project cash flow 
was created to estimate the residual value of the land. 

- This approach involves calculating an estimated value of the completed asset and deducting 
the costs to complete the property; taking into account fees, construction costs, financing costs, 
leasing costs, and a profit/risk margin. 

3 Comparable sales/market analysis 

- A comparables analysis was performed in the absence of a feasible development plan for land 
or to further support the results of another approach, as needed 

- This approach involved collecting information for recent comparable transactions or current for- 
sale listings. Sale or listing prices from these were adjusted for differences in property quality, 
location, land use or transaction timing as deemed appropriate. 

II A. Analysis of loans in the Dutch Non-Core portfolio 

The loans in the Dutch Non-Core portfolio were also analyzed by EY regarding (i) open funding 
commitments, (ii) cross-collateralizations, (iii) interest rates, (iv) maturities, and (v) derivatives. The Dutch 
Non-Core loans generally have extended maturities, with most beyond 2015. As such, SNSPF to a certain 
degree has limited cpntrol over the exit strategies for these loans unless the borrower defaults and the 
property is expected to become REO. Hence, the timing of exit in the Dutch Non-Core portfolio can aften 
be more subjective as compared to the International Non-Core portfolio. In addition, there are thousands of 
underiying assets that serve as collateral for the loans in the Dutch Non-Core portfolio as compared to a 
relatively limited number of propertjes in the International Non-Core portfolio. 

To simplify the approach and calculation of expected additional shortfalls in the. Dutch Non-Core portfolio, 
EY performed the following the work: 

> Generally we excluded potential future accrued interest and loan redemptions due to the extended 
maturities inherent in the Dutch Non-Core portfolio. We only included additional funding or redemptions 
for a limited number of loans if the historie performance suggests that these items will continue in the 
future. 

> Due to the uncertainty of future operating cash flow for RCs with extended exit time horizons, we 
excluded any potential cash flow sweeps that may reduce the outstanding loan balance. Conversely, 
SNSPF has included future potential excess net cash flows from the collateral in their potential additional 
shortfall analysis, which results in reduced potential additional shortfalls. SNSPF assessed the shortfalls 
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from a lender perspective in that the potential loan shortfall is calculated by taking the underiying 
collateral value and by adding the value derived from future contractuai amortization or cash sweeps 
(out of rental income) as well as the value coverage provided by the insolvency and liquidity of the 
counterparty and/or guarantor(s). 

► SNSPF valued the residential collateral in the Dutch portfolio on the basis of the DCF approach 
encompassing the future cash flows generated by the assets, either by renting or retail sell-out 
('uiponding'), in which the appraisers based their assumptions (e.g. sell-out pace) on recently realized 
sales. Next, the resulting estimate of value derived from the DCF approach is compared to the 
'uitpondwaarde' valuation concept, applying a discount to the vacant possession values specific to each 
property and location. EY's analysis is also based on the "uitpondwaarde" concept of valuation; however, 
EY applied a more simplistic approach. EY analyzed comparable offers in each location to estimate the 
vacant possession value of the collateral and applied a general market discount to the vacant 
possession value to estimate the value appropriate for a leased residential portfolio. 

II B. Estimated potential additional shortfall calculations for the Dutch Non-Core portfolio 

To estimate the potential additional shortfall EY started with the outstanding balances as of 30 June 2012, 
subtracted the estimated collateral values according to EY's collateral analysis as of 30 June 2012. We then 
made adjustments to the estimated shortfall based on the analysis and consideration of any potential value 
associated with relevant securities (i.e. guarantees and pledged accounts) or cross-col lateralized assets. 
These calculations resulted in EY's estimate of the base case potential additional shortfall. 

Lastly, the potential additional shortfall estimates in the base, bear and buil case scenarios were compared 
to SNSPF's potential additional shortfall estimates, which are presented in the SNSPF Two-pagers that 
SNSPF provided to EY. Variances were then explained using the documentation provided to EY by SNSPF 
and information obtained during the account manager discussions. 

III A. Analysis of loans in the International Non-Core portfolio 

In addition to analyzing the collateral or REO, EY analyzed the following loan characteristics: (i) outstanding 
balance, (ii) open funding commitments, (iii) cross-collateralizations, (iv) interest rates, (v) maturities, and (vi) 
derivatives. Future potential funding, accrued interest, and redemptions were estimated through the 
assumed holding period to project an outstanding balance at the time of exit. In addition, interest rate 
swaps and/or other derivatives were only included if the expiration date is after the projected loan exit date. 
This roll-forward resulted in an outstanding balance projection at the time of exit, on an undiscounted basis, 
pursuant to SNSPF's assumed exit strategy. 
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III B. Estimated potential additional shortfall calculations forthe International Non-Core portfolio 

After analyzing the loan status, future balance projections, and the corresponding collateral for each loan, 
we calculated potential additional shortfall estimates at the exit date based on SNSPF's assumed exit 
strategies. We subtracted the outstanding balance of the loans at the assumed exit date, from the 
estimated recovery vaiue of the collateral to calculate a base case estimate of potential additional shortfalls. 
Where applicable, we also analyzed the impact of any potential additional value from relevant securities (i.e. 
guarantees, pledged accounts) or cross-collateralized assets. These calculations resulted in a base case 
potential additional shortfall estimate. We also calculated the potential additional shortfall in bear and buil 
case scenarios, which were driven primarily by adjustments to certain key collateral assumptions. 

Lastly, the potential additional shortfall estimates in the base, bear and buil case scenarios were compared 
to SNSPF's potential additional shortfall estimates, which are presented in the SNSPF Two-pagers that 
SNSPF provided to EY. Variances were then explained using the documentation provided to EY by SNSPF 
and information obtained during the account manager discussions. 
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Summary 

The US economy continues to build positive momentum, 
however faces strong headwtnds and suffers from a lack of 
clarily making fundamentally strong growlh challenging. 
Worries in the U5 continue to focus on the upcoming election, 
"f iscal clif f", continued risk from European sovereign debt. 

Recent news out of the Federal Reserve further illustrates the 
shaky ground of the recovery. The FED outlined polides 
deslgned to promote growth through continued guantitalive 
easing and a comrnitment to hold rates at or near zero through 
at least 201 5. 

During the first half of 2012 the number of unemployed 
decreased by 330,000, far off the pace of the annual reduction 
of 1.296 mm seen between 2010 -2011. The unemployment 
rate in the 15-24 age cohort finished 2010 at above 20%, well 
abovethe 5 year average of 15.00%. 

Souice- i'urpoi. oi Économie Restwrcn 
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US - Condo and Single Familiy Home Markets 
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Nationally July was a strong month lor US home sales. Prices pushed up 3.8't, nol including foredosures or 
short sales. This represents (he largesl monlh-lo-moth increase since August 2006, and also marks the 5 ,B 
straight manth with an increase. The markets with the largest increase were some ol the hardesl hit during the 
2008 financial crisis: Arlzona, Utah, Idafio, South Dakotaand Colorado. 

The DC Metro market conlinuesto beastand-oul nationally. The median condo priceincreased by 5.91% during 
02 2012, wh i Ie single tamily homes saw an increase of 4.40% du ring the same period. 

Although pricing In the DC area continues to Improve. the sales volume for both single family homes and condos 
is showing signs of slowing. During 02 2012, 125 condos changed hands, a significant reduction from the 
previous three quarters. The single tam ity market sawa 9.87% drop in number ol sales 
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Summary 

In the first quarter of this year, nationally retail vacancy feil by 20 basis pomts year-over-year with a total of 
12.3 mm sf ol posftive absorption. Deliveries remain below the 5-year average with only 7.2 mm sf of new 
space coming to the market. Crocery-anchored strip centers continue to be the strongest segment with a 6.4% 
vacancy rate compared to 10.7% for the overall retail market. 

Community shopping centers, ihe most simllar to NNN-retail sites, continue to lag the general market recovery. 
The vacancy rate ol 10.80% is among the highesf of the various retail property types. Additionally investor 
demand for ttiis asset type remains flat as there is a strenger desire to own regional centers in core markets or 
in the case where community shopping centers are acquired it is typically in large portfolio transactions. 

Institutional investors remain the primary driver of the demand for retail assets. Cap rates havedeclined by 
10-15basi5 pointssinceJan-2012 However thepaceof declinehas slowed possibly showing demand for 
retail assets is waning. 

Investors expecl sales volume to continue to improve and lurther evidencecan be found in thenumber of 
chains expecting to open newlocations, with the market anticipatingretail/restauranl expansion of 5%durmg 
2012-2013. 
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The Canadian residential market is showing sings ol coollng oW. Home sales tor the monlh of August were down 5.8% ine largest month-to-month drop since April 2011. Newly listed homes feil 
byl.7%. 

All major markets: Greater Toronto, Greater Montreal. Greater Vancouver, TheFraser Valley, Calgary, Edmonton and Ottawa, which account lor 80% of the Canadian market, reported declines in 
sales and listings. Greater Toronto saw the single largest month-to-month deel ine of 7.7%. 

The Canadian governmenl announced key changes for futurehome owners that went into effect on July 9, 2012. The most crucial of these changes was adjusting the amortization Schedule 
from 30years to 25 years. 

This move was designed to coo! the market as buyers have had access to historically low interest rat es leading lo very stronqdemand driving up prices and trimming the inventory available over 
the past several years. 

The number af months inventory increased from 6.1 monlhs to 6.5 months. and government reports indicate this number will conünue to rise as fewer first time homebuyers qualify lor 
mortgages with thenewregulations. 
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Summary 

France. being the euro-zone's second larqest economy, posted 
zero growth in the first quarter of 2012 as private 
consumption stagnated, exports slowed and businesses cut 
back their investment. However, after an approx. 2.6"4 
contraction of GOPin 2009, France recorded growing GDP in 
EOIO and 2011. 

The public deficit was reduced to 5.2% in 2011, (vs 7.1W, 
demonstrating willmgness to consolidate public debt. 
However. additional eflorts wi II be needed to meet the 3% 
target required for members of the euro monetary union. 

With approx. 3 mi] lion unemployed and an unemployment rate 
of approx. 10.354 in July 2012, France has reached its highesl 
unemployment level in more than 13 years. 
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Office Vacancy Rates for Selected Cities 



France - Office Market 
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Summary 

Although the prime rent was approx. €810 in Paris Central Business District, the top renl of offices located outside of the CBD was 
at approx. €830/sqm. Rents in Marseille and Aix-en-Provence have nol chanqed significantly since 2010. However Lhey have 
contracted as new offices are often poody located and thesupply level for low quafity existinci office space is very high. The top 
rent in Toulouse in 2011 was approx. €210 foran existinq building, enhanring the demand of the city center and scarcity of high 
qualilyspaceavailable. 

For high quality assets a contraclion in the average yield could be observed bet ween 2010 and 201 1. As such, the average vield 
for offices in Marseille. for instance, has fallen from approx. 8% to 6.7V prime yields have meanwhile remained stable at approx. 
6.10%. However, the first quarter of 2012 showsan ïncreaseof prime yields, botii, in Marseilleand Central Paris. 

Due to low leve) of building starts over the last Iwo years and, additïonally, less availabllity (decreased by approx. 9%) in Central 
Paris, thevacancy rate has remained constant in 2011 (7.6%) compared to 2010. 

Total office transaction volume in Paris has seen some significant increase in Hl 2012 (approx. €2,2bn), compared to all year 
volume in 2011. Most transactions (in volume) have been recorded in CBD (approx. €l,4bn), approx. €470m for inner suburbs and 
approx. €300m tor outer suburbs. The total of Paris' transactions in Hl 2012 is approx. 42% higher than all year iigures to 2011 
(€l,6m) which demonst rates increased appetiteof real estateinveslors. 

Soutff i:JL. CBRf 
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France - Retail Market 
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Summary 

Rental trends in both the city center and out of town rellect the caeitious attitude of retailers. Rents for prime locations have 
increased in Paris and reciional cities, whereas rents have slabiliïed or even declined in secortdary locations. 

In 2011, very limited availabllity of prime assets (long leases, blue-chip tenantsj has led to a drop in investment volume. In 2011 
investment volume was at approx. €2,6bn, representinej approx. 14 % of commercial real estate investment (vs. 23% in 20101. 
However, in the first six months of 2012 Iheretail investment volumedropped even further toapprox. €lbn. 

Regardiessof the typeof retail asset (streel level, shopping center, deparlment store), it is the prime locations that have atlracted 
most interest from retailers as they guarantee the maximum footfall and sales Secondary locations and new retail projecls are 
more dif ficult to seli. Delays areforecasteri in thecompletion ol the mam shopping center and retail park schemes. 

Retail sales growlh have declined since 2011, down toapprox. +1.5% in Ol 2012. The sector results are mixed. Some sectors such 
as househotd equipment/tumishings and fashion/accessories have been particularly affected (-0.5% and -0.4% respectively over 
the same period). Other sectors, despitea slowdown. have maintained outstanding growth levels, such as IT equipment (+11%) 
and sportsgoods (+2.5%). The perfu me/beauty sector is particularly dynamic with grovirthof approx. 6.2% in 01 2012. 



Due to investors' interest in retail, prime yields have continued to contract, atbeit with rankings intact: street-level: 4.25 • 
shopping centre:4.75 - 5V and retail warehouses: 6 -6.5%. 

Source ONPPanrjas.CBRE 
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Summary 

The supply of new housing available at the end of the third quarter 201 1 resulted in an approx. 14H increase to approx. 72,000 
units (of which approx. 63,000 were apartments). After a slight recovery in 2010. housing construction grew again in 2011. 
However. according lo the lat est reports from developers. construction is likely to contract in 2012, as fiscd housing subsidies are 
being reduced. 

Rents of existing apartments showed llttlegrowth over the past years, and are at approx. €12.6/ sqm on an all F ranceaverage. 

In 201 1, apartment block investmenl sales activity was particularly strong despite a slighi slow down towards the end of the yeai , 
amidst a poor economie ctimate and tougher condilions to obtain financing. The sharp price increases encouraged owners to sell 
during theyear in order to make substantial Capital gains. 

Alter three years of growth, the average sales price of new apartments in France decreased slightly in the first half of 2012. The 
rise from 2010 to 2011 of approx. 4.2% is mainly related to the sfeady pressure on land prices in regions of site scarcity and to the 
higher construction costs correlated to low-energy building slandards. Althouqh the high cost of development land is nol the only 
reason for rising prices of new housing, it accounts tor a large part of the rise. Compared to an average of 15% in major regional 
cities, the value of the land can be up to 55% of the total construction cost in Paris. 

Yields have stabilized at low levels al around 3.75% as per July 2012 (similar to 2011); a sharp rise in 2008 and decline in 2009 
were due to f inancial crisis' inf luences. 
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Summary 



Germany's economy nas outperformed the euro-zone, growing 
by 3% in both of the past two years, stiowing a steady i ecovery 
from the economie crisis in 2009. In 2012, Germany's 
economy grew byO.5% inthefirst guarter and by approx. 0.3% 
in thesecond guarter 

The public deficit was reduced to 1% in 2011, demonstrating 
Germany's willingness to consolidatepublic debt. 

Althouqb Germany's totd unemployment dropped to a two- 
decade low in January this year, the unemployment rate rose 
to approx. 6.8% until June 2012. By this month, the 
unemployment rate of people aged 15 to 24 was approx. 7.9%, 
making Germany's youth unemployment rate the lowest in the 
ent i re EU (22.6% average fortheEU). 



souris, oiofl&.dt- aqomtwro, bt*.. Ueslltas 
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Summary 



Due to economie slow-down caused by the debt crisis in the euro-zone, Germany experienced a decline in demand and letting 
turn o ver 

Sustained demand for space in Germany's six main office markets ot Berlin, Düsseldorf, Frankfurt, Hamburg, Cologne and 
Munich, combined with low development completion levels in the first halt of 2012 pushed the average vacancy rate down to 
9.314 i n 01/02 2012, f rom 10.4 % in 01/02 201 1 . 

Atthough, in general, prime rents seem to mainlain on a high stable level, Frankfurt seems to have a slightly positive outlook 
despite higher vacancy rates compared to other major cities. White Hamburg, Munich and Berlin seem have stabilized, Düsseldorf 
faces increasing vacancy dueto high production in thepast two years. 

Yields have come down steadily since 2009 regardless of the location, demonstrating investors' intention to focus on prime 
products with low associated risk. In «fdition, a subsi antia! level of demand in office was due to investors seeking alternalives to 
low interest asset classes, i.e. government bonds. 



102 



Appendix Appendix G Markel slides 



=U Ernst &Young 



Appendix G - Market Slides 



Final Draft 



Retail Investment Volume 



20.000 
18.000 
16.000 
14.000 
12.000 
10.000 
8.000 
6.000 t 1 
4.O00 
2.000 - 




2006 2007 2008 2009 2010 2011 
Total Retail I nvestment * Shopping Center Investm ert 



Q1 
2012 



Germany- Retail Market 



Shoppinq Center Transactions 



Year 


Buyer 


Vendor 


Proiect 


Locatlon 


Price(m€) 


GLA (sqm) 


€/sqm 


2012 


Unibail-Rodamco 


Perella Weinbprg 
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2012 
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2012 
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Europa Passage 
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2012 
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2011 
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Summary 

In the first quarter of this year, total retail investment volume was approx. € 3,2bn or appro*. 47 % less tfian the volume in 01 
2011. Large shopping centers faced thebiggest decreasein transaction volume and number 

Recent transactions indlcated that there is inslitu tional riem and for quality retail assets. However, the number and size ot deals is 
less than before the start of the financial crisis. Investors seem to appreclatestable consumer demand and show confidence in the 
German market. 

Regardless of I he city. prime rents have steatlily mcreaseri since2009, reaching a peak in 2012. However, lop rents in large cities 
such as Cologne and Ham burg are more t ban doublé compared to secondary cities sucnas Aachen. 

Yieids havereached a peak in 2009 and have comedown signilicanlly sincethen to a level ot below4.5% lor top retail locations 
(yield compression). 

Dueto lowunemployment rat es. consumer spendinghas nol been suf tering, resulting inrelalivelystable performance in the retail 
sector. 
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Summary 

For decades, Ihe German resldenlial market has proved comparatively stable and shock resistant, resulting in high sales prices and 
low yields. 

German residenlial real eslate markel is robusl drawlng interest Irom domestic and international investors with demand oden 
facing alimiled supply; there is only a limited number of large iransaclions and the average transact ion sizeis smaller compared to 
pre-crisis. 

There are two lactors which result in steadily increasinq. prices (decreasing yields): construction of new units remains below 
demand, and due to insecurity relating to the future to the euro many investors are looking for residential assets as there is a lach 
favorablealternattves. 

Although the rent level varies greatiy from city to city (e.g. Berlin compared to Munich), rents have generally been increasmg over 
the past years. 

Regardless of the City, gross rental yields haveconsistently declined si nee 2010. 
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Sumnruiry 

From 2010 to 2011 the economy grew by 0.7%. However, in 
the second quarter of tliis year, the economy contracted by 
O.A% compared t.o thefirst quarter, underlying that the bottom 
of economie downswing seems to bereached. 
Facing its 2nd recession in 3 years, Spain is slruqgling with an 
all time high unemployment rate of over 24%. The 
unemployment rate of under 25 year olds rosé to over 
525i. 

Given the fact that a recovery of the construction and real 
estate sector would require a strong recovery of the overall 
economy, the outlook remains negativefor the coming years. 



•otiicevitilm l • ro thetcofionm. trmes clfliiynew;, 



105 



Appendix Appendix G ■ Market slides 



ËS Ernst & Younc 



Appendix G - Market Slides 



Final Draft 



Spain - Office Market 



Office Prime Rents in Madrid 



ë 

tn 



35 
30 
25 
20 
15 
10 
5 




llli 



i i 



CBD Rest of District Rest of City Outskirls 



2009 



2010 



2011 



2012' 



"Ol 8 02 
Souice 01 i 



Total Office Investment Volume 



2.50O 
2.000 
1,500 
1000 



s 

i 

I 



500 




llll I ■ .1.1. -1 



l «02 

irce: BNP Prtnteis 



2007 2008 2009 2010 2011 2012" 
Spain "Madrid 



Office Prime Yields in Madrid 



Office Vacancy Rates in Madrid 





8.00% i 






7,50% ■ 


1 


7,00% ■ 


■8 


6,50% ■ 




03 


6,00% ■ 


E 
— 

O- 


5,50% ■ 




5,00% • 


■ui 




Sou 


cccushm.i 



2008 2009 2010 2011 



2012* 





23% i 






c 

(D 


16% ■ 


I 




>* 
U 

§ 


13% ■ 




8% - 




3% ■ 




CBD 



Decentralised 



2008 2009 
CBD Centre 



2010 2011 
Decentralised 



2012' 
Outskirts 



Summary 

As the European debt crisis had serlous affects on the Spanish banking sector causing a lree;e ol debt Rnancing. the investment 
market dropped to an all time low and decisions on investments were widely suspended. Since the gap between setiers' and 
purchasers' expectations has widened, it is difftcult lo complete deals. There have been several investment deals recorded tor 
offices (e.g. Torre Picasso, solcl in 1/2012 tor € 400m, showing a fop price or approx. € 28.600m). however. these are not due to 
international inveslors wishing lo hold Spanish offices but ratfier due to national investors securing unigue properties that rarely 
comelo themarket. 

Prime rents fiave been slightty declimng year-over-year and prime yields have seen some further upward pressure, especially lor 
secondary properties. Vacancy rates in decentralized areas and the outskirts experienced similar developments as both have been 
conslstently increasingsince2008 toapprox. 22.8% and 17,4 % in 2012. respectiveiy 

Most of the totd investment volume of Z012 is conlributed to the office sector, foltowed by retail. Tfie trend in 2011. showing a 
substantial investment volume in non-traditional sectors, has not continued. The investment in office space in most of Spain and 
Madrid fluctuated within the last years with a drop from 2010 to 2011 During the second guarter of 2012. approx. 83 
Iransactions were recorded, 14 less than the same period of the prevtous year Transaclions tnis year were focused on small space 
units while approx. 60 %ol deals were related to offices of less I hart 500 sqm. 

Soutt^ jdii« LdtiyLiSdiir, C9H£ aTZ.Cusl<ni.tti * Wakeiiein, 3np pallia*. •■< 
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Shopping Center Transactions & Main Investment Deals 



Year Buyer/ Developer 


Vendor 


Pro|ed 


Location 


Prlce(m€) 


GLA (sqm) 


€/sqm 


201 1 Galician company Invest Cos 




Marineda Cltv 


A Corufia 


«100 


176.000 


2.273 


2011 (jntoaihRodanios 


Acöona 


Splau 


Barceiona 




55.100 


3.360 


2011 EICorte Ingelés 


Hermanos Revilla 


La Vaguada 


Madrid 


m 


85.500 


585 


2011 Rocksprirsg 


Eroski 


22 Super Eroskl 


Severaflocallons 


45 


29.000 


1.552 


2011 Doughtv Hanson 


Sonae Siërra 


Plaza Éboli 


Paria 


120 


31.000 


3.871 


201 1 Doughty Hanson 


Sonae Siërra 


EIRosal 


Ponrerrada 


120 


50.000 


2.400 


2010 Alpha RealCapital 




H2 0cto 


Rivas Vaciamadr id 


ei 


sq.ppoj 


1.66Ö 


2010 INC RealEstate 




Eroskt Bilbonclo 


Basaurl 


50 


37.000I 


1.351 


2010 - 


Mutti Development 


Espacia Torreladones 


Torrfiiodones 


65 


22.000 


2.955 


2010 


ïroski 


12 Hiper Eroski 


Severallocalions 


150 


120.000 


1.250 












Average: 


2.126 



Summary 

After a steady üownward trend ot new shopping center investrnents bel ween 2006 and 2010, the shopping center investment 
volume in 2011 slabilized at only approx. €485m. Approx. 70Sof the 2011 volume was due to the Marineda City, representing the 
larqest shopping and leisure center in Spain and third largest inEuropeConeof thethreelargesl proiects in Europein 2011). 
The following two shopping centers, scheduled to be compleled at tri e end of this year are contributing to agrowing investment 
volume in 2012: 

'Puei to Venecia' in Zaragoza is (wilh approx. 206.000 sqm GLA) the biggest sfiopping and leisure center In Europe. lts 
total investment volume amounts to approx. € lbn (approx. 5.000 €/sqm cost ot development). 
As Cancelas' in Santiago de Compostela with approx. 50.000 sqm (GLA) and a total investment volume of approx. 
€ 130m (approx. 2.600 €/sqm cost of development). 

Althaugh neither new projects nor major investment transactions have been report ed recenlly, earlier transaction volume this year 

shows that theshopping center investment volume is recovering trom i Is lowesl levels. 

The current economie climate is creating an ongoing gap bel ween prime and secondary locations, both, with regards to yields and 
in particular rents. Secondary locations continue to struggle with vacancy increasing and rents are coming under downward 
pressuredueto thelargenumberol availableunits. 

Spain's prime shopping center rents (covering a range ol 58 90 Ê/sqm) are betow hignstreet shop rents in Zaragoza with approx. 
100 €/sgm, since Zaragoza is the fastesl growing city in Spain and expected to betome Spain's 3"' 0( 4" 1 most important city. 
However, shopping center rents In secondary locations in Zaragoza are way bel ow these figures. 

SourceS' Savitls. Jones 1 ang 1 aSalle. Lusr man £ Waktlield 
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Summary 

As the European debt crisis had sertous affects on the Spanlsh banking sector causing a freeze of debt f inancinq, the investment 
market dropped to anall time low and decisions on investments seem to be widety suspended. 

Surprisingly. neither sales prices of new rental buildinqs nor averaqe rents of new buildings decreased dramatically which is manly 
duelo the fact that Spamsh banks would not allowsales beiowmortgagevalues and release borrowers from theirremaining debt. 

The secondary home market has been dominated by foreign investors belore the crisis: tfiis demand has virtually come down (o 
zero, causing a stop of building activities all over the Sparesh coast. In addition, there is a lot of oversupply In the secondary 
market caused byowners trying to sell theirproperties. 

The market tor (Irst resklent apartments and houses has dropped significant ly, since domestlc purchasers expected decreasing 
prices in the future and obtaining financing has becomemoredifflcull . 
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Summary 



Hl 2011 showed signs that Ihe Danish economy was on the 
way to futl recovery, bul the debt crisis has slowed the 
recovery. As Denmark is dependent on its exports and the 
crisis has reduced derïiand throughout Europe, Danish exports 
havedecreased resulting in GPD growth remaining low. 
After the GDP contraction in 2009, Denmark made a modest 
recovery in 2010 with real GDP growth of 1.3 %, in part 
because of increased government spending. However, the 
country experieoced atechnicai recession in 2010/2011. 
Denmark maintained a healthy budget surplus for many years 
up lo 2008 when a budget deficit was experienced in 2009. 
Nonetheless, Denmark's fiscal posilion remains among the 
strongest in the euro-zone. 

Unemployment remained at low levels but has risen sharply 
with the recession being approx. two-thirds of the average 
euro-zone unemployment rate. 

Stnin:ev Nv^ l(M uwerv. öutwsmes;, 
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Summary 

The slow down of the Danish economy has had a negalive impact on the Copenhagen office market. Although the office market 
continues to be under presstire, over the last 12 months it has shown a continuing improvement in terms of activity. The demand 
for office space has nol come to a complete slandstill, with domestic occupiers being the main driver of growth and looking lor the 
limited primeCBD space. In secondary locations, the public sector has been the major driver of growth in the past 12 months. 
Both, prime and secondary rents, remain largely stable. However. in order to attract new tenants, rent-free periods and incentives 
were seen more often, thus reducing effectlve rents. In örestad, prime and secondary rents stood at approx. 15 tl sqm and 
approx. 10 £/ sqm respectivelyat the end of 2011. 

As insütutional and foreign investor's demand for prime offices remains healthy, softening in pnme yields has not beer» seen. In 
Brestad, primeyields wereat approx. 5 .5 %, secondary yields at approx. 5.25 % • 8.50 % at theend of 2011. 
The vacancy rale in Copenhagen rose to approx. 9.5% in the second quarter of 2012 which was mainly due to complelion of new 
office space. 

Transaction activity has slowed down sinceinvestorc appear cntical abont the outlook for Ihe European economy. As a resiil, the 
number of transactions recorded in H2 2011 was lower than during Hl 2011. However, construction activity, which has been 
down for awhile, is expected to increase in 2012 when a numberof projects are initiated. 

Soun**: l.o«e» ;.fliio Lasalle, OTZ.OBflE 
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Denmark - Retail Market 



Shopping Center Yields in Copen hagen 
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Shopping Center Retns in Copenhagen 
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Summary 

Due to failures from the banking sector arul currenl globa( events causing (urther uncertainties to the investment market, caution 
dominates demand tor retail properties. Sustainable recovery in the retail sector is likdy to be closely linked to recovery of the 
general economy and aftera weak start in 2011, retail investment volume has sliown indication that the market starts to recover 
In Denmark, the large shopping centers are owned mainly by two owners, viz. DADES and Danica, holding 14 and 16 shopping 
centers, respectively. Due to this market concentration. only a limited number of shopping centers are oftered foi sale. However. 
the low transaction activtty is due to a gap between seller/ buyer price expectations in this segment. Notable transactlons include 
the sale of the ILLUM department store in the CBDr approx. € 22bn acguisition) as well as three Magasin department stores outside 
ol Copenhagen, which traded in 2011 and at the end of 2010. 

The increasmg rental supply, whïch soared in the early days of the financial crisis on local main shopt» ng streets, has si nee shrunk. 
On the high streets, the demand lor retail rental properties is strong and sufficiënt to keep the vacancy down. During recent years, 
shopping centers havebeen strongly positioned and aregaining market shares 

Regardless of the location, shopping center yields in Copenhagen have increased in recent years. However, with prime yields 
leveling out at around 5% for the last four years. secondary yields have seen a constant up-swing. With regional and local prime 
yields being almost similar, local secondary yields arepermanently approx. 1% higher than regional secondary yields. 
Retail vacancy in greater Copenhagen has constantly been growinq from approx. 1% in 2006to approx. 4% in 201 1. 



Saurte; Sadonn 



Source Saciolln & Alttieh. DT2 
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Rental Yields in Copenhagen 
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Denmark - Residential Market 
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Summary 

Overall, theDanish residential property market is characterized by low vacancy rates, strong residential market liguidity as well as 
slrong nalionwide preference tor ownership housing, accounting (or more than 50 % of the residential market. Nevertheless, the 
decline in residential prices caused by the crisis in 2008 pushed residents to rental properties. This postponed the usual ftrsl enlry 
!o the ownership market as il was uncertan how long prices would continue to decline. Due to this and increasing unemployment 
Tigures, many of the newly completed ownership projects were converted into rental properbes which were fully let at attractive 
rent levels. 

After a long consumption-dnven up-swing. Denmark's economy began to slow in 2007 with the end of a housing boom. Aparlmenl 
prices declined in 2008-09. but have sinceshown improvement . 

With current oopulation lorecasts lor the Dty of Copenhagen forecasting an increase of approx. 100.000 residents over the next 15 
years, an increase in residential demand is predicled. Altnough the number of construction starts is believed to have bottomed out, 
construction activity is still weak and needs to piek up in order for supply lomeet the increase in demand. This, in turn, results in 
supply and demand imbatances, which wil I drive up prices. These imbalances are evident in Copenhagen as no vacancies in the 
residenlial market areseen. 

The investors' interest turned towards prime properties with attractive locations, primarily including areas such as the city center. 
These properties have traded at attractive prices, whereas properties that fall out side this areaare met with rising yield demands. 



Source: SadnliFi &.-\lb<£li 
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The Netherlands - Macro Economie Overview 
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Summary : 



According to the OECD, private cansumption will remain 
depressed given sfuggish growth in real incomes. 
i eflecting higher unemployment and only modest real 
wage mcreases, as welt as planned pension cuts and a 
depressed housmg market. A further drag on growth 
comes from the planned fiscal consolidabon. Overall, 
growth is set to rerraln sluggish throughout 201?- 13, 
and unemployment will rise further 

CPB reports that in 2013 the Dutch economy is 
expected to grow at a modest growth rate of 0.75H of 
GDP after a decrease of 0.5% in 2012. For the 2013- 
2017 period. the Central Planning Bureau fCPB> expects 
a slight recovery, with average growth of 1.5% per year 
Under the currenl fo ecast, GW volume is nol expected 
toreach2008 levels until 2014. 

Sa/tCt <è' Orgamwlion lor Economie CooperaUan aoa Deretopment 
• OECD) M<)i 2<tl2;tblCenlralBureiu ol Stalatia (CBS) June 
.'01. inaiatfnir.il Pumning Bureiu(CPS) 
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The Netherlands - Office Market 



Office Prime Rents for Major Cities 
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The gap between prime, secondary and tertiary office property performance is widening and this trend wil i persist. The demand 
for office space is focused on the most attractive, multifunctional and accessible (i.e. prime) locations. Consequently, vaeancy 
rates in secondary and tertiary office locations are driving a larger portion of the overall current office vaeancy rate and this is 
expected to increase in the coming years. Typical vaeancy rates at single tenant office locations exceed often the national 
vaeancy average of 14%. Vaeancy rates at these locations typically reach or exceed 20%. 

Rental rates are expenencing a similar pattern as vaeancy rates, which are still masked by substantial incentives. In prime 
submarkets with declining vaeancy, however, incentives are gradually reducing. General market rents have continued to decline, 
however due to low priceelasticity in the least attractive areas, it is unltkely that reduced asking rents wi 1 1 trigger demand. 

Prime office yields (currently at 5.6% net) have seen a slight increase at the start of the year, but have remained stable since. 
Secondary yields continue to widen out. It is expected that the yield gap between favorable and less marketable olfices wil I grow 
further inthenext months. Prime yields snould hold firmin the major cities while yields inother areas are expected to increase. 

As banks increasingly take conti d of real estate assets, more liquidations olGerman open-ended funds occur, and real estate 
company bankruptcy filings occur more frequentty, these events will likely lead to more 'fire sale' transactions. Nonethetess, 
these transactions will provide more darity about pricing of vacant and obsolete office propertjes. It is expected that foreign 
private equity firms will make more acquisitions in this opportunistic market segment Several Dutch institutional funds are also 
starting to reappear in the investment market, showing renewed interest in attractive medium sizeü otfices. 
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The Netherlands - Retail Market 
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Summary 

Data regarding leasing activity in the first half of 2012 indicates that the expansion of international and national retail chains is 
still conti nuing. It is expected that large retail chains will continue to reinforce their presence in Dutch shopping streets at Oass 
A locations in the coming months, 

Prime rents have held up due to persistent demand for first-class retail units. Prime rents will likefy remain stable in the coming 
months as wel!. However. prime rent may increase slightly in the top 10 Dutch shopping eitjes. Rents for retail warehousing units 
at home furnishing strips are under a strong downward pressure. Current prime retail park rents in the Amsterdam region are at 
€135/sqm/ year 

Prlrre initjal yields for retail units remained unchanged in 2011 and in the first half of 2012. The prime initial yields for shoppinq 
centers showed a slight increase of 10 basis points during this period. Initial yields for retail warehouses also increased by an 
average of 10 basis points over this period. 

In the first half of 2012, approximately €266 miltion was invested in retail assets. This volume is below the levels seen in the 
same period of previousyears and isaround64% below the five-year average. Shopping centersand retail units experienced the 
greatest investment at €121 million and €116 million respectivelY. Approximately €11.4 million was invested in the retail 
warehousing segment dunng the first half of 2012 
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The Netherlands - Residential Market 
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Investrments in rental dwellings continues to bc rotoust The grawth of the numöer of house hofds, the aging population, and the 
competitive nature of the rental sector are contnbuting factors to the in this segment. The government is lacing important 
decisions regarding the reform of the rental and private housing markets. These decisions will likely have an impact on future 
investment activity. 

Continuing uncertainty and stagnant transaction levels in the owner-occupied housing market are having an adverse effect on 
the price of rental dwellings available to investors. Net initial yields for properties both within and outstde of the Randstad area 
have inaeased during the first quarter of 2012. Only the net initial yields for singfe-family houses in the best locations declined 
to 3.60% (4.5% gross). 

According to the Dutch real estate registration office (Kadaster), sales prices of vacant properties declined between 2008 and 
02 2012 by 14%. 
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The Netherlands - Industrial Market 
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The industrial property sector is dominated by properties with standardized features, inclucfng distribution warehouses and light 
industrial rnulti-tenant units. The Dutch logistics market in particular is one of the most active and established in Europe. 
reftecting the well-developed and high-quality transport Infraslructure. 

Vacancy rates in the logistic space in the 'mainport' areas declined, while other regions showed a slight increase in suppty. The 
current logistics vacancy rate is less than 7.2%, mostly related to outdated properties. 

Prime rents have remained stable. Initially, rents of modern vacant properties (particularly tfstribution centers) declined in 
locations tnat have a large supply of modern / speculative developed properties. 

Investors are primarily (ocused on prime logistics properties (strong hub, modern space, long-term lease), however, investment 
opportunities in this segment are scarce. After six months of limited investment activity, several transaction are expected to 
close in the second half of thisyear The prime yield hasdroppedby 20 basis points. The yield gap between prime and secondary 
properties is still widening. 
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Summary 



Following strotig expansion (rom 2002 to 2007, luxembourg's 
economy contracted by approx. 3.6% in 2009, but rebounded in 
2010-11. The country continues to enjoy a high Standard of 
living wit h GDP per capita bei ng thehighest in the euro-zone. 
Despite the fact that the public debt to GDP ratio has more tnan 
doubled slnce 2007, with an ratio of approx. 18 % in 2011, 
Luxembourq remains among the lowest of the euro-zone, 
havinq an average ratio of approx. 87 54. 

Government support for the banking sector led to approx. 1% 
government budget deficit in 2010. Nevertheless. the deficit 
was cut to approx. 0,6 % in 2011. 

Although the unemployment rate remains low at approx. 5ü, 
the number of unemployed has increased over the last couple of 
years, caused by the global economie crisis. Moreover, youth 
unemployment has increased recently to 20%, however below 
Lhe EU average in July 2012 of 22.6%. 
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Office Yields in Luxembourg 
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Summary 

Luxembourg's office market was characterized by a tow level of complelions. as office space under construction has been 
decreasing since theoutbreak of the financial crisis. This is mainly due to a financial sector that is characlerized by consoüdalion. 
wbich, in lurn, results in a noticeabledrop of demand in prime office space. In 2012, office space delivered is expected to be just 
hall of the average level of the past ten years (125,000 sqm) and theshare of speculatlve projects in the pipeline remalns low. 
Due to decreasing vacancy rates, the pressure on renls reduces gradually. Tliis relates more to the central locations where 
vacancy tevels are already low. The vacancy rate in peripheral locations is much hiqher and the owners are still willing to mafce 
at Iractive offers to polentiai occupants. The decreasing vacancy rates are additionallypushed down bylimited completions. 
Prime rents were unchanged at €40/ sqm/ month, up approx. 5% compared to last year. In addition. a number of leases were 
recentlysignedinvolving smaller spaces at rents around €45 /sqm/ month. 

Contrary to the global trend in Western European markets, where office take-up has been on a downward Irend since the second 
half of 2011. transactions in Luxembourg remained resilient so far In the First half of 2012 an investment volume of around 
€30m was achleved. A growing interest for the Luxembourg market arises trom dl[ferenl iypes of investors. The lack of 
investment produclsthat paralyzed theinvestment market in Luxembourg seems to havecometo an end. 



oi &02 
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Suurtev .Jonw Laitij LdSjlle. Ctisliman & Wahelleld. BNP RdnhHs, \tfZ 
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Development of Rents and Rental Yields 
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Summary 



Retail investment volume tluctuated noticeably over the last years with its peak in 2007. After a significant downwards trend 
trom 2007 to 2009, retail investment volume recovered in 2010 and declined in 2011 again. However, at the end ot the second 
quarler of 2012, the retail investment volume was almost doublé the volume in 2011. 

Regardless of the location, retail rents have experienced a steady increase from apprDX. €100/ sqm in 2005 to approx. €112/ 

sqm in 2011 (prime locatlons) and from approx. £19/ sqm to €22/ sqm (secondary iocations), respectively. 

Contrary to this trend, bolh, yields in prime and secondary locations remainerl steady over the past years. 

Luxembourg City is the economie centre of the 'Grande Région' and attracts significant numbers of cornmuters from France, 

Germany and Belgium. Moreover the city hosts twice its residents" population du ring the day, highllghting the unique potential 

for retail development. 
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Appendix G - Market Slides 



Number of Building Permits - Apartments 
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Rental Yields of New Units 
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Luxembourg - Residential Market 



Sales Prices per City & Region 



Average Rents of New Units 
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Summary 

Investors tor residential properties in Luxembourg's have had a good vear. The average price per square meter of apartments in 
Luxembourg increased by about 13% in the last year. 

Apartment rents have remained at thesame levels as last year so there nas been somededine in rental yields which have already 
been at a low level compared loother countries. 

Most mortqageloans in Luxembourg are at variablerates, making the housmg market sensitiveto interest ratechanges. 

House prices In Luxembourg have been risinq since the second half of 2009, after almost two vears of declining house prices. 

with currentlylowinterest rates boostingdemand. 

Luxembourg apartment prices have increased In the 4th quarter of 2011 up appmx. 6.5% year over year. While prices have 
remained fairiy stable over the firsl three quarters of 2012. they rose by approx. 5* bel ween the third and fourth quarter of 
2011. Both, old apartments and new apartments, were substantially more expensi vont the end oF the year. 
Rental yietds of rondDminiums, fluctuatinq lor the last five years, show a different trend to new rental apartment yields which 
decreased bet ween 2007 and 2O09 beforethey stabilRed at. approx. 4.7 %. 
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Information Sources 

EY relied on the information provided by SNSPF listed below for the subset of loans, REO positions, and 
RCs analyzed in this Report. Please note that our work did not include an analysis of ioan documentation 
(e.g. Ioan agreements, mortgages, forbearance agreements, additional securities, Ioan statements, and 
other Ioan related documentation).The documents that were analyzed are the following: 

► SNSPF Two-Pager documents for the loans, REO, and RCs that had been subject to, and approved by 
SNSPF's Expert Session process 

► SNSPF's Scenario Analysis (MS-Excel) 

► Schiermonnikoog Process and Result Presentation SNSPF 

► Amended Time Plan SNSPF (Schiermonnikoog II - Aangepast plan juli 2012.ppt) 

► Subsequent Event Memos Q1 (in Dutch) 

► Subsequent Event Memos Q2 (in Dutch) 

► Revision Memos 

► Provision Memos 

► Risk Memos 

► External appraisal reports 

► SNSPF 30 June 2012 Data tape (Outstanding balances and provisions are per the 30 June 2012 data 
tape provided by SNSPF. Whether or not the outstanding balance includes arrears is inconsistent across 
the portfolio. EY's potential additional shortfall estimates are based on the outstanding balances from the 
data tape provided by SNSPF.) 

To facilitate communication and information flow, EY and SNSPF have establishèd a Q&A protocol and a 
tracking schedule which centralizes EY's questions for SNSPF Account Managers. This schedule 
continues to be maintained as we finalize our work on the remaining loans in scope. 

Beyond reading the documents and analyzing the data provided by SNSPF, EY also conducted interviews 
with SNSPF account managers and management team members to get a better understanding of recent 
events and relevant details pertaining to the loans in scope. In addition, EY attended certain SNSPF Expert 
Sessions wherein EY listened to SNSPF's discussions regarding the SNSPF Two-Pager documents and 
the exit strategies contained therein. 
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